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SUBJECT: YAMANI AND U.S. OIL IMPORT TAX 

REF: LONDON 7511 

1. YAMANI'S STATEMENTS, AS REPORTED REETEL, INDICATE A 
MISUNDERSTANDING OE THE NATURE AND PURPOSE OF AN OIL 
IMPORT FEE. YOU SHOULD CONVEY THE EOLLOWING POINTS TO 
APPROPRIATE SAG OEEICIALS, INCLUDING YAMANI WHEN HE RETURNS. 
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- U.S. HAS REACHED NO RPT NO DECISION AT THIS TIME TO 
IMPOSE AN INCREASED OIL IMPORT FEE. 

- PRESIDENT CARTER HAS MADE CLEAR THAT HE CONTINUES 

TO SEEK CONGRESSIONAL APPROVAL OP THE PROPOSED CRUDE OIL 
EQUALIZATION TAX (COET) ON DOMESTICALLY PRODUCED OIL. 
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- THE EFFECT OF COET WOULD BE TO RAISE THE AVERAGE PRICE 
OF CRUDE OIL TO U.S. REFINERS, AND HENCE TO U.S. CONSUMERS, 
TOWARD WORLD PRICE LEVEL, THEREBY PROMOTING CONSERVATION 
OF OIL IN THE U.S. AND REDUCING THE PRESSURE OF U.S. DEMAND 
ON WORLD OIL SUPPLIES. LEADING OIL PRODUCERS, INCLUDING 
SAG, HAVE INDICATED THEY FAVOR THESE OBJECTIVES AND HAVE 
URGED USG TO TAKE NECESSARY ACTIONS TO ACHIEVE THEM. 

- IF THE CONGRESS DOES NOT APPROVE THE COET, THE 
ADMINISTRATION WILL HAVE TO CONSIDER POSSIBLE ALTERNATIVE 
ACTIONS TO OBTAIN THE SAME STIMULUS TO OIL CONSERVATION, 
INCLUDING A POSSIBLE FEE ON IMPORTED OIL FOR WHICH THE 
PRESIDENT NOW HAS LEGAL AUTHORITY. 

- BY RAISING THE PRICE TO DOMESTIC REFINERS OF IMPORTED 
OIL, SUCH A FEE COULD PRODUCE THE SAME INCREASE IN THE 
AVERAGE CONSUMER PRICE OF OIL SOLD IN THE U.S. AS WOULD 
RESULT FROM THE TAX ON DOMESTICALLY PRODUCED OIL. OUR 
OBJECTIVE IN EITHER CASE IS TO RAISE THE CONSUMER PRICE 
OF OIL IN THE U.S. TO WORLD PRICE LEVELS. 

- THE PRESIDENT'S PROPOSAL FOR THE COET INCLUDED 
PROVISIONS FOR RECYCLING THESE TAX REVENUES BACK INTO THE 
ECONOMY TO AVOID A NEGATIVE IMPACT ON ECONOMIC ACTIVITY. 

IT IS LIKELY THAT SIMILAR RECYCLING OF REVENUES WOULD BE 
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PROPOSED IF THE PRESIDENT WERE TO DECIDE TO IMPOSE A FEE. 

- THUS, THE IMPORT FEE, IF THE PRESIDENT WERE TO DECIDE 
TO IMPOSE IT AS AN ALTERNATIVE TO COET, SHOULD BE CON- 
SIDERED A TEMPORARY MEANS OF ACHIEVING THE SAME DESIRED 
INCREASE IN INTERNAL U.S. OIL PRICES. THE ADMINISTRATION 
WOULD CONTINUE IN ANY CASE TO SEEK ADOPTION OF THE COET. 

IT IS IMPORTANT TO NOTE THAT WHETHER THE COET IS ADOPTED, 

OR SOME ALTERNATIVE TO ACHIEVE SAME RESULT, THIS WOULD NOT 
HAVE THE HARMFUL IMPACT ON GLOBAL ECONOMIC ACTIVITY OR 
MONETARY STABILITY OF AN INCREASE IN THE WORLD OIL PRICE. 
NEITHER MEASURE WOULD WORSEN U.S. BALANCE OF PAYMENTS AND 
THUS WEAKEN DOLLAR. IN FACT, BY DEMONSTRATING U.S. 
DETERMINATION TO LIMIT ITS CONSUMPTION OF OIL, WE BELIEVE 
SUCH ACTION WOULD STRENGTHEN DOLLAR AND WITH IT CONFIDENCE 
IN THE INTERNATIONAL MONETARY SYSTEM. 

VANCE 


CONFIDENTIAL 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 jan 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM PRODUCTS, TAXES, IMPORT CONTROLS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 15 may 1978 
Decaption Date: 01 jan 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978STATE1 22898 

Document Source: CORE 

Document Unique ID: 00 

Drafter: DFHART/SWBOSWORTH,EW 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D780205-0551 

Format: TEL 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780558/aaaabwzf.tel 

Line Count: 1 1 1 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: b16bc19c-c288-dd1 1-92da-001cc4696bcc 
Office: ORIGIN EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: 78 LONDON 751 1 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 1 7 jun 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2687777 
Secure: OPEN 
Status: NATIVE 

Subject: YAMANI AND U.S. OIL IMPORT TAX 
TAGS: ENRG, ETRD, SA 
To: JIDDA 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/b16bc19c-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



